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Introduction 


Many Canadians — particularly women — have 
expressed concern over the adequacy and fairness of the 
retirement income system. In response to these concerns, 
the Government of Canada is putting forward for dis- 
cussion and debate a number of proposals for reform. 
These proposals will be referred to a Parliamentary 
Committee where all interested parties and the public at 
large will have the opportunity to express their views. 


The government invites all Canadians to study and 
discuss these suggested initiatives, and to recommend 
ways in which they might be improved. It is only 
through the co-operative efforts of all Canadians that 
the full diversity of circumstances can be taken into 
account and the desirability of the proposals properly 
judged. 


Pension Problems Of Women 


Providing adequate retirement income for women is 
a major challenge in the current round of pension 
reform. While pension plans have few provisions that 
discriminate overtly against women, their design results 
in women receiving disproportionately low benefits. 


In comparison to men, women in paid employment: 


e are less frequently covered by employer-sponsored 
pension plans — just over one-third are plan mem- 
bers at any given time. In part, this low coverage 


results from the tendency of women to work for 
smaller, non-unionized employers and to work part- 
time (almost three-quarters of part-time workers 
are women). As well, women tend to be employed 
in low wage industries and occupations where 
employers are least likely to offer pension plans; 


are more likely to lose any private pension protec- 
tion because of poor pension portability and higher 
job mobility; 

generally earn less — the average female employee 
earns 58% of the average male’s salary and this dis- 
crepancy has not changed in recent years. Women 
receive smaller pension benefits as a result; 


are more disadvantaged by the lack of indexing for 
inflation in employer-sponsored pension plans 
because the value of benefits deteriorates more sub- 
stantially over the longer average lifespan of 
women. 


These deficiencies have become increasingly evident 
with the major increase in recent years in women’s par- 
ticipation in the labour force. 


In addition, there are a number of ways in which 


current pension plans do not recognize the equal contri- 
bution that women make to a marriage partnership, 
whether or not they are in paid employment. Current 
pension plans and tax assistance are also not appropriate 
to the work patterns typical of many women. Among 
these shortcomings: 


e Employer pension benefits generally are not split 
upon divorce or separation, nor are they valued 


fairly in many divorce settlements. This is increas- 
ingly important since one in three marriages now 
ends in divorce. 


e Virtually all pension plans, including the Canada 
and Quebec Pension Plans (CPP/QPP), were 
designed to guarantee greater benefits to the con- 
tributor, who is more often a male, than to a surviv- 
ing spouse, who is more often a female. 


e Few employer-sponsored pension plans _ provide 
satisfactory survivor benefits; both the Canada and 
Quebec Pension Plans and some private plans ter- 
minate benefits if a survivor remarries. 


e Women outside of the paid work force are not gen- 
erally covered against disability, nor are their 
spouses protected in case they die. 


e Women typically bear a greater share of the 
responsibility for child-rearing and, particularly 
when their children are young, tend to have lower 
participation in paid:‘employment. Participation in 
pension plans is lower as a result. As well, the cur- 
rent limits on tax-deductible contributions to Regis- 
tered Retirement Savings Plans (RRSPs) do not 
provide sufficient flexibility for many to make up in 
later years for earlier periods of reduced saving for 
retirement. 


As a consequence of the situation described above, 
many women have limited pension protection and 
accordingly must rely to a greater extent on public pro- 
grams. It is generally recognized that the level of income 
guaranteed by the federal Old Age Security and Guar- 
anteed Income Supplement programs for the elderly is 
inadequate in the case of single pensioners, most of 
whom are women. 


Is The Outlook For Women 
Improving? 


It is sometimes argued that the situation of women 
will become less serious as more and more women join 
the labour force, remain in it longer, and earn better 
pensions in their own right. Pension benefits of women 
will also increase as a result of the maturing of 
employer-sponsored pension plans and the Canada and 
Quebec Pension Plans. While these points are valid, the 
effects on women will not be as dramatic as some envi- 
sion. This may be illustrated by considering the situa- 
tions of three hypothetical women — currently aged 80, 
55 and 30. 


The 80 year-old woman will probably have had few 
if any years in paid employment. Neither she nor her 
husband will, by reason of age, have received benefits 
from the Canada or Quebec Pension Plan — and neither 
are likely to have belonged to employer-sponsored pen- 
sion plans. Even if either of them had done so, the value 
of the benefits would be very low and would have 
declined because of inflation. If she is a widow, no survi- 
vor benefits would likely have been payable to her in any 
event. The value of life insurance and other savings set 
aside for retirement will also have dwindled because of 
inflation, and she will most likely receive little income 
other than Old Age Security and Guaranteed Income 
Supplement benefits. 


A woman now 55 will probably be better off than 
the 80 year-old woman, though only marginally so, by 
the time she reaches age 65. She may have worked for a 


few years but she probably will not receive large retire- 
ment benefits in her own right, either from the Canada 
or Quebec Pension Plan or an employer-sponsored pen- 
sion plan. Only about a third of women now aged 55-64 
are in paid employment. There is a good chance that her 
husband will receive some private pension income. This 
will help maintain her living standards while he is alive. 
But if he dies, his pension plan is unlikely to have survi- 
vor benefits. This will result in a severe decline in her 
income and she will have to rely on a survivor benefit 
from the CPP/QPP, Old Age Security, and the Guaran- 
teed Income Supplement if, as is likely, private savings 
were not large. 


What about a 30 year-old who expects to retire 
around the year 2015? While she will obviously find it 
difficult to forecast the future with any degree of cer- 
tainty, under the current pension system she too will 
probably have serious difficulties in retirement. She may 
expect to spend most of her pre-retirement years in paid 
employment but, unless major changes in the labour 
market occur, the jobs she holds will tend to be in rela- 
tively low wage industries or occupations, and often 
part-time. She will probably not be covered by an 
employer-sponsored pension plan and hence will not 
receive significant private pension income in her own 
right. Changing jobs will likely prevent her from build- 
ing up pension credits even if she is covered by an 
employer-sponsored pension plan. Since pension credits 
are not recognized as family assets in most instances, if 
her marriage breaks down, generally the pension ben- 
efits will go to the husband. For: on-going marriages, 
poor survivor benefits mean that she will not receive a 
fair share of credits on his death. Against this, she could, 


however, receive a higher CPP/QPP retirement benefit 
in her own right as well as CPP/QPP survivor benefits. 


In summary, a 30 year-old woman will be better off 
than her older counterparts at retirement because of her 
higher CPP/QPP benefits. However, because of short- 
comings in employer-sponsored pension plans and the 
difficulties in saving for retirement, she can still face a 
considerable decline in her living standards when she 
fetikes: 


The Proposals For Reform 


In Better Pensions for Canadians the Government 
of Canada puts forward for public discussion and debate 
a number of proposals addressing the shortcomings of 
the retirement income system. If these proposals were 
implemented by all governments, the prospects for 
today’s women after retirement would brighten consid- 
erably. 


These proposals are based on the following princi- 
ples: 


e Elderly Canadians should be guaranteed a reason- 
able minimum level of income. 


e The opportunities and arrangements available to 
Canadians to provide for their retirement should be 
fair. 


e Canadians should be able to avoid serious disrup- 
tion of their pre-retirement living standards upon 
retirement. | 


The Government of Canada recognizes that the 
income guaranteed by Old Age Security and the Guar- 
anteed Income Supplement to some elderly Canadians, 
particularly women, is inadequate. The government will 
improve the situation of these pensioners as soon as 
resources permit. This initiative would especially benefit 
the many women who, both now and in the future, have 
to rely on these programs. 


Of particular importance to women who are not yet 
retired would be reforms that flow from the principle of 
fairness. Earned pension credits could be treated as 
assets belonging to workers and, moreover, they could be 
regarded as joint family assets. This would ensure that 
spouses are treated as equal partners, with both receiv- 
ing their fair share of pension benefits. 


Employer-sponsored pension plans could be 
required to: 


e vest pension credits after two years (employees 
would become entitled to benefits from employer 
contributions as well as any of their own); 


e enable employees who change jobs to transfer pen- 
sion credits (pensions would become portable); 


e split pension credits accumulated during marriage 
between the spouses, upon marriage breakdown, as 
determined by a court order or a divorce or separa- 
tion agreement. A similar provision for RRSPs will 
shortly be in force; 


e provide benefits with significant inflation protec- 
tion; 


¢ pay retirement/survivor benefits over the lives of 
both spouses. In the event of death prior to retire- 
ment, survivors would be able to acquire the full 
value of the earned pension credits of their spouses; 


¢ continue survivor benefits in the event of remar- 
riage; 

e disclose more information on benefits and the plan’s 
financial status to both the plan member and his or 
her spouse. 


In addition, all regular part-time as well as full- 
time employees working for employers with pension 
plans could be required to join. 


Another initiative that should be considered would 
be to require that money purchase pension plans ensure 
that the annuities purchased would provide an equal 
stream of benefits for both men and women, as is 
already the case with defined benefit plans. Currently 
women receive lower monthly benefits because, on aver- 
age, they live longer than men. 


The Government of Canada is putting forward for 
discussion other proposals that would help both women 
and men to accumulate resources for retirement. These 
are described in Better Pensions for Canadians. 


Registered Pension Accounts (RPAs) could be 
introduced to enhance pension portability. RPAs would 
be similar to RRSPs but no withdrawals would be per- 
mitted before retirement. Each individual would be able 
to have an RPA under his or her own control which 
could be moved from one financial institution to 
another. | 
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A system of fairer and more comprehensive limits 
on tax-deductible contributions could be instituted in 
order to provide greater flexibility for people who start 
to save for retirement relatively late in their working 
careers, and for those with long periods out of the work 
force. For those wishing to contribute to a spouse’s 
retirement savings, some additional scope for tax- 
deductible contributions could be allowed. 


These reforms of the employer-sponsored pension 
system and tax-assisted retirement savings would be of 
greater benefit to younger women, allowing them to 
build better pensions in their own right. Married women 
would acquire a fair share of their spouse’s pension cred- 
its in case of marriage breakdown or death of the 
spouse. 


The Government of Canada is also putting forward 
for discussion several proposals for changes in the CPP 
which the Government of Quebec could also incorporate 
in the QPP. Important changes, from the point of view 
of women, could include: 


e the implementation of the child-rearing drop-out 
provision, enabling a parent to stay at home to raise 
children under age seven without losing CPP credits 
(the QPP already permits this now but the Govern- 
ment of Ontario has so far vetoed its implementa- 
tion in the CPP); 


e raising the maximum earnings covered by the 
Canada and Quebec Pension Plans more quickly 
than currently legislated to the level of the average 
industrial wage. 


Other changes in the CPP should also be con- 
sidered: 


e credit-splitting, which is now allowed in the case of 
divorce, could be extended by recognizing pension 
credits as joint assets. Pension credits could be split, 
assigning half of each spouse’s pension credits to 
the other spouse in case of a separation of at least 
three years, when either spouse dies, when the 
younger spouse reaches 65, or when either spouse 
becomes disabled; 


e the current benefits for survivors over age 65 could 
be replaced by a lifetime continuing pension equal 
to 60% of a deceased spouse’s retirement pension 
after the benefits had been split. This would effec- 
tively result in a pension equal to 80% of previous 
combined CPP income. As well, benefits could con- 
tinue after remarriage and combined retirement 
and survivor pensions could exceed the current ceil- 
ing of a maximum retirement benefit; 


e for surviving spouses under age 65, consideration 
could be given to replacing the current benefit 
structure with a two-part benefit consisting of a 
short-term bridging benefit — to help the survivor 
adjust to the new situation — and a continuing pen- 
sion. There are many possible benefit structures for 
such younger survivors and the government urges 
interested parties to make their views known on the 
best one to adopt. 


Although all of the above proposals would benefit 
women generally, they do not address directly the very 
low coverage of women by employer-sponsored pension 
plans. To extend coverage to these women in particular, 
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an expansion of mandatory earnings-related pension 
plans, whether in the public or private sector, could be 
considered. On this complex and contentious issue there 
is clearly no consensus among Canadians. The Govern- 
ments of Ontario and British Columbia — as well as 
nine business organizations which issued the ‘“‘Business 
Consensus on Pension Reform” in August 1982 — have 
suggested that no expansion of mandatory pensions is 
required at this time. On the other hand, the Canadian 
Labour Congress and the National Action Committee 
on the Status of Women have called for a significant 
increase in the size of the Canada and Quebec Pension 
Plans. The expansion of mandatory pension arrange- 
ments is the fundamental issue that all Canadians and 
the Parliamentary Committee are asked to address. 


Homemakers’ Pensions 


A number of other approaches have been suggested 
to increase pensions for spouses — particularly home- 
makers who are not in the paid work force. The govern- 
ment has not, however, seen alternatives which are free 
of important shortcomings. For example, to supplement 
the basic Old Age Security benefit, many have proposed 
contributions to the CPP/QPP made either directly by 
homemakers or on their behalf. One particular sugges- 
tion is that mandatory contributions based on half the 
average wage be paid by a higher earning spouse for the 
spouse who has no earnings or earnings below that level. 
However, this proposal would create serious inequities. 
Most housework is done by women, whether or not they 
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are members of the paid work force. Accordingly, it 
would be unfair for either CPP/QPP contributors gener- 
ally or spouses to finance benefits in respect of 
housework for women who stay at home but not to do so 
for homemakers who also participate in the paid work 
force. 


Furthermore, the role of pension plans is to offset 
the loss of employment earnings for individuals and cou- 
ples when they retire. That is the reason, for instance, 
why no pension contributions are allowed in respect of 
investment income — no sharp reduction in the flow of 
this type of income occurs upon retirement. Similarly, 
housework and other tasks of economic value which 
individuals and couples perform for themselves do not 
end abruptly upon retirement from the paid work force. 
Thus, pension plans cannot reasonably be expected to 
treat such work as pensionable service. 


A mandatory scheme such as the one suggested 
could more than double contributions to the Canada and 
Quebec Pension Plans by most single-earner couples. 
Many couples would have difficulty making these con- 
tributions, particularly when contribution rates rise, as 
they must, to pay for the benefits currently promised; 
the immediate basic needs of many couples and their 
children would then suffer. 


One objective of such proposals is to give home- 
makers pensions in their own right. Yet this could be 
achieved by the pension splitting proposals for the public 
and private pension plans, the proposal to spread retire- 
ment benefits of employer-sponsored pension plans over 
the lives of both spouses, and the proposal to restructure 
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benefits in the CPP and QPP. These proposals are based 
on the view that pensions are joint family assets and that 
the living standards of both spouses need to be pro- 
tected. Homemakers would be among the major 
beneficiaries of pension reform along the lines discussed 
above. 


Pension protection for homemakers could be 
offered under the Canada and Quebec Pension Plans on 
a voluntary basis. If this were done, the required contri- 
butions and potential benefits for a particular individual 
or couple would be the same as if the protection were 
mandatory. Women, however, would have virtually no 
guarantee that these contributions would be made; they 
would remain dependent on their husbands. In many if 
not most cases, it 1s likely that the earning spouse would 
choose not to make the contributions. Thus, many 
spouses would be left with no more protection than they 
have now. Only those with a high income spouse would 
be likely to benefit. As an alternative, a new retirement 
savings vehicle, the Registered Pension Account, and a 
system of fairer and more comprehensive limits on tax- 
assisted retirement saving, as discussed above, could 
allow greater flexibility for voluntary contributions to a 
spouse’s RPA than is now the case with RRSPs. 


Conclusion 


The Government of Canada is putting forward for 
discussion and debate proposals to reform both 
employer-sponsored pension plans and the Canada and 
Quebec Pension Plans, and proposals to make changes to 
the Income Tax Act that would widen opportunities for 
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‘retirement saving. If enacted by the federal and provin- 
cial governments, these proposals would significantly 
improve the situation of women in retirement. However, 
it must be recognized that the earnings-related pension 
entitlements of women would still be affected by the 
continuing concentration of women in low wage indus- 
tries and occupations and by the wage differentials 
between men and women. Solutions to these problems, 
which are not pension problems per se, should continue 
to be vigorously sought. 


The Government of Canada intends to improve the 
situation of the elderly living on insufficient income as 
soon as resources permit. Older women who now rely 
heavily on public programs will be helped substantially. 


The Government of Canada is also putting forward 
other proposals for improvements in pension arrange- 
ments that would benefit women. These include pro- 
posals for earlier vesting of benefits under employer- 
sponsored pension plans; to allow benefits to be portable; 
to protect benefits from inflation; and to recognize the 
rights of spouses by splitting pension credits upon mar- 
riage breakdown, paying survivor benefits, and disclos- 
ing more information to both spouses. Money purchase 
pension plans could be required to ensure equal benefits 
for both men and women. Greater flexibility could be 
given individuals wishing to make contributions to the 
Registered Pension Accounts of their spouses. There 
could also be greater scope for retirement saving by 
those who can only start late in their working life or by 
those who reduce their attachment to the labour force 
for a period; the self-employed and women could expect 
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to gain the most from such an initiative. Employers with 
pension plans could be required to cover full and part- 
time employees. 


Several changes to the earnings-related public pen- 
sion plans are described in Better Pensions for Canadi- 
ans. These would aid women who are not yet retired. 
Specific improvements to be discussed with the public 
and considered by the Parliamentary Committee include 
better survivor benefits and the extension of credit-split- 
ting to enable both spouses to participate fully in the 
CPP. The ratification of the child-rearing drop-out 
provision will continue to be pursued with the Govern- 
ment of Ontario. 


More broadly, there is no consensus on the issue of 
expansion of mandatory pension arrangements. This is 
the fundamental question to be addressed by the Parlia- 
mentary Committee and all Canadians. 


Most of the proposed changes cannot be imple- 
mented unilaterally by the Government of Canada. 
Provinces have jurisdiction over the employer-sponsored 
pension plans of about 90% of the labour force, while 
federal jurisdiction covers the remaining 10%. The fed- 
eral government and two-thirds of the provinces with 
two-thirds of the population must approve changes to 
the Canada Pension Plan. The Government of Quebec 
is, of course, responsible for the Quebec Pension Plan. 


The pension issue has been the subject of intensive 
study across Canada. Now the federal government is 
putting forward specific proposals for discussion and 
debate. All interested Canadians are invited to review 
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these proposals, to consider them in the light of their 
particular circumstances, to assess the costs and ben- 
efits, and to make their views known to the Parliamen- 
tary Committee. 


The Government hopes that all Canadians will 
work together to provide better pensions for the women 
of Canada. 
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